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217.122 Qualification requirements.

217.123 Ongoing qualification.

217.124 Merger and acquisition transitional
arrangements.

217.125-217.130 [Reserved]

RISK-WEIGHTED ASSETS FOR GENERAL CREDIT
RISK

217.131 Mechanics for calculating total
wholesale and retail risk-weighted as-
sets.

217.132 Counterparty credit risk of repo-
style transactions, eligible margin loans,
and OTC derivative contracts.

217.133 Cleared transactions.

217.134¢ Guarantees and credit derivatives:
PD substitution and LGD adjustment ap-
proaches.

217.135 Guarantees and credit derivatives:
Double default treatment.

217.136 Unsettled transactions.

217.137-217.140 [Reserved]

RISK-WEIGHTED ASSETS FOR SECURITIZATION
EXPOSURES

217.141 Operational criteria for recognizing
the transfer of risk.
217.142 Risk-based capital requirement for
securitization exposures.
217.143 Supervisory formula
(SFA).

217.144 Simplified supervisory formula ap-
proach (SSFA).

217.145 Recognition of credit risk mitigants
for securitization exposures.

217.146-217.150 [Reserved]

approach

RISK-WEIGHTED ASSETS FOR EQUITY

EXPOSURES
217.151 Introduction and exposure measure-
ment.
217.152 Simple risk weight approach
(SRWA).

217.153 Internal models approach (IMA).

217.1564 Equity exposures to investment
funds.

217.1556 Equity derivative contracts.

217.166-217.160 [Reserved]

RISK-WEIGHTED ASSETS FOR OPERATIONAL
RISK

217.161 Qualification requirements for incor-
poration of operational risk mitigants.
217.162 Mechanics of risk-weighted asset

calculation.
217.163-217.170 [Reserved]

DISCLOSURES

217.171 Purpose and scope.

217.172 Disclosure requirements.

217.173 Disclosures by certain advanced ap-
proaches Board-regulated institutions.

217.174-217.200 [Reserved]
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Subpart F—Risk-weighted Assets—Market
Risk

217.201 Purpose, applicability, and reserva-
tion of authority.

217.202 Definitions.

217.203 Requirements for application of this
subpart F.

217.204 Measure for market risk.

217.205 VaR-based measure.

217.206 Stressed VaR-based measure.

217.207 Specific risk.

217.208 Incremental risk.

217.209 Comprehensive risk.

217.210 Standardized measurement method
for specific risk.

217.211 Simplified supervisory formula ap-
proach (SSFA).

217.212 Market risk disclosures.

217.213-217.299 [Reserved]

Subpart G—Transition Provisions
217.300 Transitions.

AUTHORITY: 12 U.S.C. 248(a), 321-338a, 481-
486, 1462a, 1467a, 1818, 1828, 1831n, 18310, 1831p-
1, 1831w, 1835, 1844(b), 1851, 3904, 3906-3909,
4808, 5365, 5371.

SOURCE: Reg. Q, 78 FR 62157 and 62285, Oct.
11, 2013, unless otherwise noted.

Subpart A—General Provisions

§217.1 Purpose, applicability, reserva-
tions of authority, and timing.

(a) Purpose. This part establishes
minimum capital requirements and
overall capital adequacy standards for
entities described in paragraph (c)(1) of
this section. This part includes meth-
odologies for calculating minimum
capital requirements, public disclosure
requirements related to the capital re-
quirements, and transition provisions
for the application of this part.

(b) Limitation of authority. Nothing in
this part shall be read to limit the au-
thority of the Board to take action
under other provisions of law, includ-
ing action to address unsafe or unsound
practices or conditions, deficient cap-
ital levels, or violations of law or regu-
lation, under section 8 of the Federal
Deposit Insurance Act, section 8 of the
Bank Holding Company Act, or section
10 of the Home Owners’ Loan Act.

(c) Applicability. (1) This part applies
on a consolidated basis to every Board-
regulated institution that is:

(i) A state member bank;

(ii) A bank holding company domi-
ciled in the United States that is not
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subject to 12 CFR part 225, appendix C,
provided that the Board may by order
apply any or all of this part 217 to any
bank holding company, based on the
institution’s size, level of complexity,
risk profile, scope of operations, or fi-
nancial condition; or

(iii) A covered savings and loan hold-
ing company domiciled in the United
States. For purposes of compliance
with the capital adequacy require-
ments and calculations in this part,
savings and loan holding companies
that do not file the FR Y-9C should fol-
low the instructions to the FR Y-9C.

(2) Minimum capital requirements and
overall capital adequacy standards. Each
Board-regulated institution must cal-
culate its minimum capital require-
ments and meet the overall capital
adequacy standards in subpart B of this
part.

(3) Regulatory capital. Each Board-
regulated institution must calculate
its regulatory capital in accordance
with subpart C of this part.

(4) Risk-weighted assets. (i) Each
Board-regulated institution must use
the methodologies in subpart D of this
part (and subpart F of this part for a
market risk Board-regulated institu-
tion) to calculate standardized total
risk-weighted assets.

(i1) Each advanced approaches Board-
regulated institution must use the
methodologies in subpart E (and sub-
part F of this part for a market risk
Board-regulated institution) to cal-
culate advanced approaches total risk-
weighted assets.

(5) Disclosures. (i) Except for an ad-
vanced approaches Board-regulated in-
stitution that is making public disclo-
sures pursuant to the requirements in
subpart E of this part, each Board-reg-
ulated institution with total consoli-
dated assets of $50 billion or more must
make the public disclosures described
in subpart D of this part.

(ii) Each market risk Board-regu-
lated institution must make the public
disclosures described in subpart F of
this part.

(iii) Each advanced approaches
Board-regulated institution must make
the public disclosures described in sub-
part E of this part.

(d) Reservation of authority. (1) Addi-
tional capital in the aggregate. The

§217.1

Board may require a Board-regulated
institution to hold an amount of regu-
latory capital greater than otherwise
required under this part if the Board
determines that the Board-regulated
institution’s capital requirements
under this part are not commensurate
with the Board-regulated institution’s
credit, market, operational, or other
risks.

(2) Regulatory capital elements. (i) If
the Board determines that a particular
common equity tier 1, additional tier 1,
or tier 2 capital element has character-
istics or terms that diminish its ability
to absorb losses, or otherwise present
safety and soundness concerns, the
Board may require the Board-regulated
institution to exclude all or a portion
of such element from common equity
tier 1 capital, additional tier 1 capital,
or tier 2 capital, as appropriate.

(ii) Notwithstanding the criteria for
regulatory capital instruments set
forth in subpart C of this part, the
Board may find that a capital element
may be included in a Board-regulated
institution’s common equity tier 1 cap-
ital, additional tier 1 capital, or tier 2
capital on a permanent or temporary
basis consistent with the loss absorp-
tion capacity of the element and in ac-
cordance with §217.20(e).

(3) Risk-weighted asset amounts. If the
Board determines that the risk-weight-
ed asset amount calculated under this
part by the Board-regulated institution
for one or more exposures is not com-
mensurate with the risks associated
with those exposures, the Board may
require the Board-regulated institution
to assign a different risk-weighted
asset amount to the exposure(s) or to
deduct the amount of the exposure(s)
from its regulatory capital.

(4) Total leverage. If the Board deter-
mines that the leverage exposure
amount, or the amount reflected in the
Board-regulated institution’s reported
average total consolidated assets, for
an on- or off-balance sheet exposure
calculated by a Board-regulated insti-
tution under §217.10 is inappropriate
for the exposure(s) or the cir-
cumstances of the Board-regulated in-
stitution, the Board may require the
Board-regulated institution to adjust
this exposure amount in the numerator
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and the denominator for purposes of
the leverage ratio calculations.

(5) Consolidation of certain exposures.
The Board may determine that the
risk-based capital treatment for an ex-
posure or the treatment provided to an
entity that is not consolidated on the
Board-regulated institution’s balance
sheet is not commensurate with the
risk of the exposure and the relation-
ship of the Board-regulated institution
to the entity. Upon making this deter-
mination, the Board may require the
Board-regulated institution to treat
the exposure or entity as if it were con-
solidated on the balance sheet of the
Board-regulated institution for pur-
poses of determining the Board-regu-
lated institution’s risk-based capital
requirements and calculating the
Board-regulated institution’s risk-
based capital ratios accordingly. The
Board will look to the substance of,
and risk associated with, the trans-
action, as well as other relevant fac-
tors the Board deems appropriate in de-
termining whether to require such
treatment.

(6) Other reservation of authority. With
respect to any deduction or limitation
required under this part, the Board
may require a different deduction or
limitation, provided that such alter-
native deduction or limitation is com-
mensurate with the Board-regulated
institution’s risk and consistent with
safety and soundness.

(e) Notice and response procedures. In
making a determination under this sec-
tion, the Board will apply notice and
response procedures in the same man-
ner and to the same extent as the no-
tice and response procedures in 12 CFR
263.202.

(f) Timing. (1) Subject to the transi-
tion provisions in subpart G of this
part, an advanced approaches Board-
regulated institution that is not a sav-
ings and loan holding company must:

(i) Except as described in paragraph
(H)(1)({i) of this section, beginning on
January 1, 2014, calculate advanced ap-
proaches total risk-weighted assets in
accordance with subpart E and, if ap-
plicable, subpart F of this part and, be-
ginning on January 1, 2015, calculate
standardized total risk-weighted assets
in accordance with subpart D and, if
applicable, subpart F of this part;

12 CFR Ch. Il (1-1-14 Edition)

(ii) From January 1, 2014 to Decem-
ber 31, 2014:

(A) Calculate risk-weighted assets in
accordance with the general risk-based
capital rules under 12 CFR parts 208 or
225, appendix A, and, if applicable, ap-
pendix E (state member banks or bank
holding companies, respectively)! and
substitute such risk-weighted assets
for standardized total risk-weighted as-
sets for purposes of §217.10;

(B) If applicable, calculate general
market risk equivalent assets in ac-
cordance with 12 CFR parts 208 or 225,
appendix E, section 4(a)(3) (state mem-
ber banks or bank holding companies,
respectively) and substitute such gen-
eral market risk equivalent assets for
standardized market risk-weighted as-
sets for purposes of §217.20(d)(3); and

(C) Substitute the corresponding pro-
vision or provisions of 12 CFR parts 208
or 225, appendix A, and, if applicable,
appendix E (state member banks or
bank holding companies, respectively)
for any reference to subpart D of this
part in: §217.121(c); §217.124(a) and (b);
§217.144(b); §217.154(c) and (d);
§217.202(b) (definition of covered posi-
tion in paragraph (b)(3)(iv)); and
§217.211(b); 2

(iii) Beginning on January 1, 2014,
calculate and maintain minimum cap-
ital ratios in accordance with subparts
A, B, and C of this part, provided, how-
ever, that such Board-regulated insti-
tution must:

1For the purpose of calculating its general

risk-based capital ratios from January 1, 2014
to December 31, 2014, an advanced approaches
Board-regulated institution shall adjust, as
appropriate, its risk-weighted asset measure
(as that amount is calculated under 12 CFR
parts 208 and 225, and, if applicable, appendix
E (state member banks or bank holding com-
panies, respectively) in the general risk-
based capital rules) by excluding those assets
that are deducted from its regulatory capital
under §217.22.

2In addition, for purposes of §217.201(c)(3),
from January 1, 2014 to December 31, 2014, for
any circumstance in which the Board may
require a Board-regulated institution to cal-
culate risk-based capital requirements for
specific positions or portfolios under subpart
D of this part, the Board will instead require
the Board-regulated institution to make
such calculations according to 12 CFR parts
208 and 225, appendix A and, if applicable, ap-
pendix E (state member banks or bank hold-
ing companies, respectively).
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(A) From January 1, 2014 to Decem-
ber 31, 2014, maintain a minimum com-
mon equity tier 1 capital ratio of 4 per-
cent, a minimum tier 1 capital ratio of
5.5 percent, a minimum total capital
ratio of 8 percent, and a minimum le-
verage ratio of 4 percent; and

(B) From January 1, 2015 to Decem-
ber 31, 2017, an advanced approaches
Board-regulated institution:

(1) Is not required to maintain a sup-
plementary leverage ratio; and

(2) Must calculate a supplementary
leverage ratio in accordance with
§217.10(c), and must report the cal-
culated supplementary leverage ratio
on any applicable regulatory reports.

(2) Subject to the transition provi-
sions in subpart G of this part, a Board-
regulated institution that is not an ad-
vanced approaches Board-regulated in-
stitution or a savings and loan holding
company that is an advanced ap-
proaches Board-regulated institution
must:

(i) Beginning on January 1, 2015, cal-
culate standardized total risk-weighted
assets in accordance with subpart D,
and if applicable, subpart F of this
part; and

(ii) Beginning on January 1, 2015, cal-
culate and maintain minimum capital
ratios in accordance with subparts A, B
and C of this part, provided, however,
that from January 1, 2015 to December
31, 2017, a savings and loan holding
company that is an advanced ap-
proaches Board-regulated institution:

(A) Is not required to maintain a sup-
plementary leverage ratio; and

(B) Must calculate a supplementary
leverage ratio in accordance with
§217.10(c), and must report the cal-
culated supplementary leverage ratio
on any applicable regulatory reports.

(3) Beginning on January 1, 2016, and
subject to the transition provisions in
subpart G of this part, a Board-regu-
lated institution is subject to limita-
tions on distributions and discre-
tionary bonus payments with respect
to its capital conservation buffer and
any applicable countercyclical capital
buffer amount, in accordance with sub-
part B of this part.

(4) This part shall not apply until
January 1, 2015, to any Board-regulated
institution that is not an advanced ap-
proaches Board-regulated institution

§217.2

or to any covered savings and loan
holding company.

§217.2 Definitions.

As used in this part:

Additional tier 1 capital is defined in
§217.20(c).

Advanced approaches Board-regulated
institution means a Board-regulated in-
stitution that is described in
§217.100(b)(1).

Advanced approaches total risk-weight-
ed assets means:

(1) The sum of:

(i) Credit-risk-weighted assets;

(ii) Credit valuation adjustment
(CVA) risk-weighted assets;

(iii) Risk-weighted assets for oper-
ational risk; and

(iv) For a market risk Board-regu-
lated institution only, advanced mar-
ket risk-weighted assets; minus

(2) Excess eligible credit reserves not
included in the Board-regulated insti-
tution’s tier 2 capital.

Advanced market risk-weighted assets
means the advanced measure for mar-
ket risk calculated under §217.204 mul-
tiplied by 12.5.

Affiliate with respect to a company,
means any company that controls, is
controlled by, or is under common con-
trol with, the company.

Allocated transfer risk reserves means
reserves that have been established in
accordance with section 905(a) of the
International Lending Supervision Act,
against certain assets whose value U.S.
supervisory authorities have found to
be significantly impaired by protracted
transfer risk problems.

Allowances for loan and lease losses
(ALLL) means valuation allowances
that have been established through a
charge against earnings to cover esti-
mated credit losses on loans, lease fi-
nancing receivables or other extensions
of credit as determined in accordance
with GAAP. ALLL excludes ‘‘allocated
transfer risk reserves.’”” For purposes of
this part, ALLL includes allowances
that have been established through a
charge against earnings to cover esti-
mated credit losses associated with off-
balance sheet credit exposures as deter-
mined in accordance with GAAP.

Asset-backed commercial paper (ABCP)
program means a program established
primarily for the purpose of issuing
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